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Northern Electric Company, Limited 


Consolidated Results in Brief 


NebEamings, ram .een& eee ee 


Net Earnings Peronare 25... eeee 


Dividends. 22..." 2. pee ee 


Dividends Per Share 


Capital Expenditures: .)..2 ae 


Working Gapilalii 6 oe eee 


Employees (31 December)............ 


1969 


$482,523,000 


10,976,000 
6.75 
10,563,000 
6.50 
24,239,000 


147,611,000 


26,025 


1968 


$426,272,000 


9,387,000 
6.42 
9,506,000 
6.50 
12,412,000 


119,733,000 


23,682 


Report of the Directors to the Shareholders for the 
Fifty-sixth Year of Operations Ended 31 December 1969 


Growth and change marked the 
Company operations in the year 1969. 
Consolidated sales for the year were 
$482,523,000, an increase of 13°/o 
over 1968. 


Consolidated net earnings for the 
year were $10,976,000, compared 
with $9,387,000 in 1968, a gain 

of 17%%/o. 


This earnings improvement in 1969 
was achieved by the significantly 
increased profitability of our main 
telecommunications business off- 
setting a net loss in the Company's 
new subsidiary, Microsystems 
International Ltd., in which sub- 
stantial development and start up 
costs were written off. 


While productivity improvement 
combined with higher volume par- 
tially counteracted the increase in 
labour and material costs, the year’s 
consolidated results still fall short of 
a reasonable return on investment 
being obtained. 


The decade just ended witnessed the 
increase of Company sales from 
$250 million in 1960 to $483 million 
in 1969. To meet the challenge of 
the next decade of planned growth, 
demanding greater product innova- 
tion and widening international 
acceptance of the Company’s prod- 
ucts, three major steps were under- 
taken: 


1. In April 1969, the structure of the 
Company was reorganized to estab- 
lish the following Divisions — 
Switching 

Apparatus 

Transmission 

Wire and Cable 

Distribution Sales 

International Operations 

Turkish Operations 


2. Anew subsidiary, Microsystems 
International Ltd., was created in 
March 1969 to spearhead the entry 
of semiconductor and miniature 
high quality integrated circuit prod- 
ucts into world markets. 

3. Clearly defined objectives were 
established for divisions and sub- 
sidiaries. Intensified business plan- 
ning, operations review and manage- 
ment development programs were 
introduced to ensure that the advan- 
tage of the new organization would 
be felt before the end of 1969 in 
anticipation of the 1970's. 


Research and Development 


Head of Laboratories 
D. A. Chisholm 


The Research and Development 
Laboratories continued systematic 
expansion of facilities and develop- 
ment of capabilities to serve expand- 
ing telecommunications markets in 
Canada, the U.S. and abroad. 


A new transmission and aerospace 
laboratory was established at Kanata, 
a short distance from the laboratories 
at Ottawa, to centralize microwave, 
multiplex and aerospace systems 
development. 


Aerospace development continued 
on the design of antenna and trans- 
ponder assemblies for Canadian and 
international satellite communications 
systems. 


Ground station development pro- 
gressed on schedule with the instal- 
lation at the Ottawa laboratories of 
a television reception earth station 
designed to receive synchronous 
satellite color television signals in 
remote areas. 


During 1969, three major products — 
the MA-5 export multiplex, the SP-1 
electronic central office and the SE-2 
common control PABX — progressed 
from the final phases of development 
to experimental use, field trial or 
production. 


Exploratory research in cable, micro- 
circuits, electronic telephone net- 
works, tone ringers and acoustic 
devices produced further advance- 
ment in the development of the next 
generation of outside plant and 
customer apparatus. 


A large electromagnet, 


20,000 times more powerful 


than the magnetic field at 
the earth’s surface, tests the 
electrical characteristics of 
advanced components for 
communications systems. 


Greatly magnified, 
integrated circuits 
fabricated on a silicon 
slice are tested by 
multi-probe apparatus, 
before encapsulation. 


With the push of a button 
and the traditional first tele- 
phone call, Vice-Presidents 
J. A. McCutcheon of Bell 
Canada (left) and D. A. 
Chisholm of Northern 
Electric Research Labora- 
tories, place the SP-1 
electronic switching system 
into field service trial near 
Ottawa. 


Switching 


Head of Division 
W. D. E. Anderson 


Strategic selection of research and 
development in the past five years 
has expanded Northern Electric’s 
switching systems capability to meet 
the demands of the major segments 
of North American and international 
markets. 


The SF-1 crossbar switching system, 
initially developed to serve interna- 
tional markets and installed in Kenya 
in 1968, was also placed in service 

in Uganda, the Philippines, United 
States and Canada in 1969. This 
system offers smaller population 
centres those service features pre- 
viously available only in large switch- 
ing systems. The new MINIBAR* 
switch, compact plug-in line circuit 
cards and visual fault displays have 
contributed to the wide acceptance 
of the SF-1. 


In November 1969, the SP-1 electronic 
switching system, the first Canadian- 
designed system with full stored 
programme control, began field service 
trials in Bell Canada’s Britannia office, 
near Ottawa. The SP-1 will provide 
the new versatile customer service 
features of the coming era. 


The continuing capability of the NE-5 
crossbar to satisfy the requirements 
of large, complex telephone switch- 
ing systems and provide modern serv- 
ice such as Centrex and DIGITONE* 
dialing contributed to increased sales 
volume. 


Innovation in the approach of the 
manufacturing, industrial engineering 
and quality control team to the pro- 
duction of the component parts of 
these complex switching systems 
resulted in significant improvement 

in reliability through quality assurance 
and in the achievement of cost 
reduction goals. 


*Trademark of Northern Electric Co. Ltd. 


Apparatus 


Head of Division 
©..R: Ball 


Continuing high demand for customer 
premises equipment and outside 
plant increased the sales of the 
Apparatus Division substantially. 


The London plant worked at close to 
full capacity, producing a high volume 
of telephone sets (including the 

new CONTEMPRA* telephone), call 
directors, buried cable terminals and 
telephone booths. The new export 
telephone set specifically constructed 
for tropical environments is now 
being introduced in offshore markets. 


Employment at the Belleville plant 
increased to meet the growing 
requirement for coin telephones, 
outside plant and PABX equipment. 
The new SE-2 Common Control 
Automatic Branch Exchange and the 2 
new pay station conversion unit, ete es Lee Me ee 
permitting free emergency calls, were [i Ph OUT Up 
successfully introduced in 1969. eee Zs bie 


*Trademark of Northern Electric Co. Ltd. 


The widely accepted, 
award-winning 
Contempra* telephone is 
now being installed in 
increasing numbers in 
Canada and in export 
markets. 


OSD 21004 
PANEL 
COIN, TELEPHONE 


Using only a single slot, 
which accepts 5, 10, and 
25 cent coins, Nerthern’s 

new pay telephone 
complements the latest 
architectural trends. 


The TVRO 
(television receive-only) 
station at Ottawa. 


Transmission 


Head of Division 
J. B. Hutchinson 


Progress in product research and 
manufacturing capability during 1969 
further enhanced the market outlook 
of the Transmission Division. 


Early in the year production started 
on anew MA-5, 2700 voice circuit 
frequency division multiplexing 
system, developed to meet the 
requirements of international and 
domestic markets. 


Manufacture of satellite transponders 
for the world-wide Intelsat commu- 
nications system is well advanced 
under subcontract from Hughes 
Aircraft Company. These satellite 
units are processed in the rigidly 
controlled environmental conditions 
of the Belleville “clean room’’. This 
manufacturing capability is ready to 
produce the requirements of other 
satellite systems such as those of 
Canada’s Telesat system. 


A rugged TVRO (television receive- 
only) station, incorporating many 
Northern Electric design innovations, 
was constructed and installed at the 
Ottawa transmission laboratory to 
receive color television from a syn- 
chronous satellite. Using a pre-stres- 
sed support structure and dispensing 
with automatic tracking mechanism 
and radome protection, the 25-foot 
diameter antenna dish has proven 
economical to manufacture and 
performs reliably under extreme cold 
weather conditions. 


Wire and Cable 


Head of Division 
K. H. Woodley 


The Wire and Cable Division expe- 
rienced accelerated growth with pro- 
duction nearing maximum capacity. 
Both export and domestic cable sales 
reached record levels. 


New machinery was installed to pro- 
vide improved facilities for the man- 
ufacture of premium quality insulants, 
such as SUPERTHERMALENE*, capable 
of operation at voltages up to 69000. 


A molded-shell coaxial cable, NE-174, 
went into production to meet more 
exacting demands of modern com- 
munication applications. 


Faced with an acute copper shortage 
from domestic sources during the 
latter part of the year, the Division 
was forced to purchase on the inter- 
national market to meet customer 
commitments. 


*Trademark of Northern Electric Co. Ltd. 


Stranding coaxial 
cable around a core 

of telephone wires is 
checked to exacting 

specifications. 


NE-174 coaxial 
cable used for 
medium and short- 
haul transmission. 


‘Distribution Sales 


Head of Division 
GC TBall 


Distribution Sales Division continued 
to increase sales volume in 1969 

as a result of improved customer 
service facilities, selectively broadened 
product lines and increased penetra- 
tion of the market through 35 stra- 
tegically located distribution centres 
across Canada. 


The branch at Trois-Riviéres, Quebec 
moved to new enlarged facilities. 

A new branch was opened in Kitimat, 
B.C. and plans were prepared for 
another distribution centre to open 
early in 1970, at Mississauga, Ontario. 


Northern’s new distribution 
centre is opened by Mayor 
René Matteau (cutting 
ribbon) in a ceremony 
attended by (left to right) 
Jean-Paul Gailloux, Eastern 
Zone Manager; V. O. 
Marquez, President; 

C. T. Ball, Vice-President; 
and Curé Emile Clément. 


International Operations 


Head of Division 
J. W. Halina 


Sales to the international market in 
1969 increased 35°/o over 1968. 

Business continued to accelerate in 
Nigeria, Greece and the Caribbean. 


In Latin America, the Company was 
awarded its first major contract for 
the supply and installation of a trans- 
mission project in Chile. Extending 
over 350 kilometers, the network 

will provide telephone and television 
transmission between the capital 
cities of four provinces in south- 
central Chile. 


As one of the country’s increasingly 
active exporters of manufactured 
products, the Company further ad- 
vanced its teamwork with the Cana- 
dian Export Development Corporation 
and the Canadian International 
Development Agency in promoting 
Canadian products and services to 
developing countries. 


During the year A. C. Kovats, who 
originally organized the International 
Operations Division, retired. His 
untiring efforts contributed substan- 
tially to the Company’s rapid and 
successful penetration of international 
markets. 
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technician works with a 
Northern Electric installer 
performing final tests on 


Barbados Telephone Company 


equipment in a new telephone 


exchange. 


J. W. Halina, Director of 
International Operations, 
reviews an overseas trans- 
mission project with sales, 
engineering and marketing 
management. 


R. H. Keefler, Chairman of the Board, watches 
Prime Minister Demirel of Turkey cut a ribbon 
to officially open the plant in Istanbul. 


Turkish Operations 


Head of Division 
R. K. Eadie 


The Turkish Operations Division was 
formed in November to concentrate 
management attention on the grow- 
ing manufacture and sales activities 
of the Company in Turkey. The 
Division will be the main point of 
liaison with Northern Electric Tele- 
komunikasyon A.S. in which Northern 
Electric has 51°/o ownership, the 
balance being held by The Post, 
Telegraph and Telephone Adminis- 
tration of the Republic of Turkey. 


In May, the Prime Minister of Turkey, 
Suleyman Demirel, accompanied by 
the Chairman of the Board of North- 
ern, officially opened the Northern 
Electric Telekomiinikasyon A.S. plant. 
Attending this function were several 
Northern Electric Directors who had 
taken part in a meeting of the Board 
in Istanbul — the first such meeting 
to take place outside of Canada. 


This modern facility in Istanbul, 
manned by personnel trained in both 
Turkey and Canada, achieved forecast 
production rates by year end. Under 
the guidance of Northern’s Canadian 
staff, the supervision and manufac- 
turing services functions are being 
turned over to capable employees 
recruited and trained in Turkey. 


Turkish installers completed thirteen 
central office exchanges providing 
service to additional subscribers in 
Istanbul, Ankara and Ismir. 
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Directors and Officers 


During the course of the year the 
following officers retired from service 
with the Company: 


J. G. Little, Executive Vice-President 
and Director; F. F. Fulton, Vice- 
President, Administration; N. H. 
Martin, Vice-President and Treasurer; 
A. C. Kovats, Vice-President, Inter- 
national Operations. 


Your Directors have recorded deep 
appreciation for the valuable con- 
tributions of these officers during 
their many years with the Company. 


The retirement of these officers and 
the reorganization of the Company 
structure resulted in new responsi- 
bilities for other existing officers and 
the appointment of C. T. Ball as Vice- 
President, Distribution Sales; Q. R. 
Ball, as Vice-President and General 
Manager, Apparatus Division; E. O. 
Bridges as Vice-President, Corporate 
Planning; D. A. Chisholm as Vice- 
President, Research and Develop- 
ment; K. S. Hoyle as Vice-President, 
Technology Planning; K. H. Woodley 
as Vice-President and General Man- 
ager, Wire and Cable Division; and 
W. L. Glasspoole as Comptroller. 


Charles Perrault, of St. Hyacinthe, 
Quebec, was elected to The Board 
of Directors, filling the vacancy cre- 
ated by the retirement of J. G. Little. 


Employees 

The employee population increased 
during the year to 26,025. Total 
employment costs were $205,123,000 
for the year. Included in this total 

are the following supplementary 
employee benefits: 


Payments to Pension 


SUSE PUN ce, we os ee $8,099,000 
Payments to Government 

Pension. Plans. 6.66 awake 2,036,000 
Sickness and Accident 

BENETNS es 1h aes 2,113,000 
Death Beneliis os. .0..4. 410,000 
Disability Pensions ...... 49,000 


The Works Councils, established last 
year to serve as a forum for improved 
communications among employees 
and to stimulate awareness of the 
community of interest we all share, 
have been of significant value in this 
year of reorganization. 


In presenting this report, your Direc- 

tors wish to acknowledge the effort of 
the men and women within Northern 
Electric who contributed so much to 

the results achieved. 
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Development, training and 
information programs are video 
taped at Northern Electric 

for closed circuit television 
presentation to employees. 


For the Directors, 


ONG fl, 
Chairman. 


—— 


1 Soy 


President. 


20 February 1970. 


Northern Electric Company, Limited 


Consolidated Statement of Earnings 
for the Year Ended 31 December 1969 


(with comparative figures for the year ended 31 December 1968) 


Cost of Sales including Selling and 
Geleral Administrative EXDENSe .....-..:6..ccsseegcccs seem tettens 


Earnings from Operations before 
deducting Research and Development Expense ............ 


Research and Development Expense (Notes 2 and 10).......... 


LING OMMEGATO Mala E'S UNTOIILS sees es occ ete choco ce ccecnstee ieeesacatan 


Interest Charges 
DEO SMU Smereeee Seer re eet ete akin aster ee 
BAKA CRO tic ammeter: ON in ee ene 


Earnings before Underlisted Items* oo... ee. 


Provision (Orincome taxes (NOE 3) c.g s are eed 


Minority Interest in Net Loss of 
RSLS ICAP y OUI FIV ee ccs Me peta ao oe oa AW coe Bees Oe 


Eamings- pefore Extraordinary WeMny 2. .ssc.ccieice crete 


EXURSOROINALY Mein (NOT 4) 3% eRe Reed haere. cours eben e. 


NGVEarainds iO! Wie YCRl 285 et aie nda 


*After deducting the following 
Depreciation-on Plant and EqQUIDMENT 26.0. .h nooo ee eer ceens 


Remuneration paid to Directors, 
including Salaries to Directors 
WHO are aise COMPANY. CMICEIS oe. nese ctes secderscciecomane renee 


1969 1968 
(thousands of dollars) 
$482,523 $426,272 
432,594 388,329 
49,929 37,943 
25,933 21,744 
23,996 16,199 
151 119 
24,147 16,318 
Pam bel 2,279 
1,477 402 
3,634 2,681 
20,513 T3687 
9,845 5,621 
10,668 8,016 
308 465 
10,976 8,481 
— 906 
$10,976 $ 9,387 
$10,534 $ 9,865 
287 268 
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Consolidated Balance Sheet as at 31 December 1969 


(with comparative figures as at 31 December 1968) 


Assets 


Current 


Accounts Receivable 
Affiliated CompanieSsia.n2: 3 eer en 
(©) a\>| ae ee RE rr le en I ae eM oannuhedadt 


Property Held for Sale, under 
leaseback arrangements, ab COS .0225.an ee eee 


Inventoriés (Note 5) Gor cto) ry at ce 
Prepaid Expense 3.0.2.5. cssetcda Aue eect eee eer 


Plant and Equipment (Notes 6 and 10) 
Land and Buildings: sree eee 
Machinery and Equipment x72 2 2cse 0 ee eee ee 


Less: Accumulated: Depreciation. te acd Aled 


Total Assets 3.0 ee ee o, eee ee. ee 


On behalf of the Board of Directors: 
V. O. Marquez, Director 


Paul Bienvenu, Director 
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1969 1968 
(thousands of dollars) 

$ 508 $ 435 
29,562 25,926 
58,010 42,718 
— 693 
137,362 106,983 
1,384 924 
226,826 WMA ST ES) 
49,852 46,522 
165,017 147,940 
214,869 194,462 
115,465 108,339 
99,404 86,123 
$326,230 $263,802 


Northern Electric Company, Limited 
(Incorporated in 1914 under the Canada Corporations Act) 


Liabilities 1969 1968 
(thousands of dollars) 
Current 
1) APS Fait 5S (2 RMIT MUR Sn noe el RE Oe $ 29,035 $ 13,349 
Notes Payable 
PTAC GALI eI elas Routan kscndeurnece a Leta aw eee se, — 5,000 
SAN ee OR ee ee hy A Ra Oy nie 230 265 
Accounts Payable and Accrued Liabilities 
PUUtAte”, COMNDARICS ii ote ie oo oo Sine Caen em aA eh, cos 622 640 
G1 is. OY BSHORR ete «ace. Ar We eed RE Re 1 at ORE SR Pe Cee? 39,478 31,696 
haere Pavia le acme ate. GaN oul ts nacre ee, 7,862 5,008 
Sinking Fund Deposits due within one year (Note 7) .......... 1,988 1,988 
79,215 57,946 
Loan Payable (Nolo 8). nis ee i rd oe 859 — 
Long-Term Debt (Note 7) 0000s 41,000 43,000 
LETC INC CNN ier edo ec ven eg nren — 1,478 
Deferred Income Taxes oooiccceccccececeeeeeeeeeesteeeee 23,262 15,298 
Minority Interest in Subsidiary Company ............................. 1,491 1,090 
145,827 118,812 
Shareholders’ Equity 
Capital Stock (Note 9) 
Authorized — 2,250,000 Shares of no par value 
Issued — 1,812,500 Shares (1,462,500 Shares — 1968) .... 113,975 78,975 
Retained Earnings? c..2- re es 66,428 61715 
Reserve for Pensioners’ Death Benefits 0... —_— 4,300 
| 180,403 144,990 
Total Liabilities and Shareholders’ Equity... $326,230 $263,802 


W. L. Glasspoole, C.A., Comptroller 


Northern Electric Company, Limited 


Consolidated Statement of Retained Earnings 
for the year ended 31 December 1969 


(with comparative figures for the year ended 31 December 1968) 


a 


1969 1968 

(thousands of dollars) 

Balance at Beginning of Year as previously reported ............ $62,918 $58,616 
Less: Adjustment of Prior Years’ Earnings (Note 10) .............. 1,203 682 
Balance as restated <n e  a 61,715 57,934 
Net-Earnings for therVearic..4cc..c te ee oe 10,976 9,387 
Transfer of Contingency RESCNVG {cucu tenner ce _— 3,900 
Transfer of Reserve for Pensioners’ Death Benefits ................ 4,300 — 
76,991 T2211 

Deduet: Dividends; Paid) v..1.c0.,0c ae ee rer ee 10,563 9,506 
Balanée-at End Of ¥eatick.o. nae ee ee $66,428 $61,715 


Consolidated Statement of Source and Application of Funds 
for the year ended 31 December 1969 


(with comparative figures for the year ended 31 December 1968) 


1969 1968 
(thousands of dollars) 


Source of Funds 


Operations: 
Net: ESnnings: 25cicsscecciateccth tenons ete ere ene tee eee $10,976 $ 9,387 
Add: Charges not requiring an outlay of funds 
Depreciation cir vcx cick tere eee ene eno 10,534 9,865 
Deferred Income: Taxes”... ogee ee 7,964 4,254 
OURO hha eee nei eer ee ae eee 134 203 
29,608 23,102 
Less: Reduction i Deferred INCOMCG®.<..20..ccG cece tee 1,478 — 
28,130 23,709 
Loan: Payable sn... Sates tersiaredyngtee cremate ee errr re are 859 _— 
Issue of Capital:Stocky:anicids anathema. 2 awe 35,000 — 
Minority Interest in Subsidiary Company ................::ces 401 248 
Investmentin Associated Company .....ccicncn. Ae —_ 290 
$64,390 $24,247 
Application of Funds 
Expenditures for Plant and Equipment (Net) .................005. $23,949 $12,283 
Reduction in bond-Termt: Debt... va roe neta 2,000 2,000 
Dividends. Paid to Shareholders oc s6cicco curser: Grn ot ee 10,563 9,506 
Increase in Working Capital. ii..:..:..xeeiarac cis Ores acer e 27,878 458 
$64,390 $24,247 


Northern Electric Company, Limited 


Notes to the Consolidated Financial Statements 
31 December 1969 


Note 1 Basis of Reporting The consolidated financial statements include the accounts of all subsidiary companies with 
provision made for the interest of a minority shareholder. 


Note 2 Research and Development Expense This is after deducting amounts claimed for current expenditures under the Industrial Research 
and Development Incentives Act. Also deducted are Canadian Government conditional grants 
to Microsystems International Ltd. amounting to $2,756,000 (see Note 13). 


Note 3 Provision for Income Taxes Possible future reductions in income taxes relating to losses carried forward in certain subsidiary 
companies have not been taken up in the accounts. 

Note 4 Extraordinary Item Income tax reductions realized on the carry-forward of a loss. 

Note 5 Inventories Inventories are valued at the lower of cost and net realizable value except for copper in raw material 


and in work-in-process which is valued on a base-stock method. 


Note 6 Plant and Equipment This is stated at cost less amounts claimed for general purpose plant and equipment under the 
Industrial Research and Development Incentives Act. Also deducted are Canadian Government 
conditional grants to Microsystems International Ltd. amounting to $913,000 (see Note 13). 


Note 7 Long-Term Debt 


1969 1968 
42% Sinking Fund Debentures due 1 November 1976 
ACNOTTASO), ZY G16 Pl ESTE 7 [nea aaa nr $20,000,000 $20,000,000 
Less: Redeemed Under Sinking Fund Provisions .......0000 ...ccccccceeeeecceeeeeees $9,000,000 $8,000,000 
Debentures held for Sinking Fund Instalments 
BIOCMMNOVEMbDeN 1970 AMG MOCO: oo vcse ecu ccce cerecn cotecsnees saad teerecahen: 12,000 12,000 
Sinking Fund Instalments included in Current Liabilities 
StemENOVeEMOCK 1 OOland OOO ec. ectese a pceeatitcon saedscsaneeanen. dace 988,000 10,000,000 988,000 9,000,000 
10,000,000 11,000,000 
5¥%2% Sinking Fund Debentures 1962 Series due 15 December 1982 
REZ CMAN CR SS UCC eae ast Ce st rh ae oe Eira ld ek aa fs Surman steer on eben 20,000,000 20,000,000 
Less: Redeemed Under Sinking Fund Provisions .............00ccccccccceecseeeceees ; 3,000,000 2,000,000 
Sinking Fund Instalments included in Current Liabilities 
etiecmionbecember 1970Vand 1969) o.5. jakeettecs) cae cena econenieeca es: 1,000,000 4,000,000 1,000,000 3,000,000 
16,000,000 17,000,000 
6% % Sinking Fund Debentures Series C due 15 April 1986 
ESI SSC 5 cshowrcgsscsdnsvlste oscars Pads Havaburpenacnaileanate canta: euenonvertuind eae 15,000,000 15,000,000 
$41,000,000 $43,000,000 
Note 8 Loan Payable The loan payable represents an interest free loan to Microsystems International Ltd. from the 


Canadian Government for the provision of equipment (See Note 13). 


Note 9 Capital Stock The Company issued a total of 350,000 shares of no par value capital stock for $35,000,000 cash 
in 1969. 

Note 10 Change in Method of Accounting In 1967 and 1968 the Company included in earnings amounts claimed under the Industrial 

for Capital Grants Research and Development Incentives Act of $711,000 and $550,000 respectively, on account 


of the acquisition of general purpose plant and equipment. 


In 1969 the Company changed its practice of accounting for these capital grants to follow the 
method recommended by the Canadian Institute of Chartered Accountants to deduct such grants 
from the fixed assets and to record depreciation on the net cost. The retained earnings as at 

1 January 1968 and the earnings for the year ended 31 December 1968 have been restated 

to reflect this change. 


Note 11 Plan for Employees’ Pensions The latest actuarial valuation of the plan established an unfunded liability of $13,004,000 at 
31 December 1967. This amount and the interest thereon is being funded by twenty-three annual 
payments of $538,000 and five annual payments of $1,229,000, both of which commenced in 
1968. Payments are charged against operations in the years in which they are made. 
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Note 12 Long-Term Leases 


Note 13. Microsystems International Ltd. 
Canadian Government Grants and Loan 


Note 14 Microsystems International Ltd. 
Issue of Common Shares 


Material contractual obligations in respect of long-term leases amount to $37,212,000 at 
31 December 1969. Related rentals incurred for the year 1969 amounted to $1,504,000 and the 
minimum amount applicable to the next five years is $8,300,000. 


Under agreements dated 22 July 1969, the Government undertook to reimburse Microsystems 
International Ltd. for expenditures approved prior to 1 April 1973 in respect of the cost of specified 
equipment by means of a conditional grant not exceeding $12,000,000 and an interesi free loan 
not exceeding $12,000,000, and also in respect of 50% of certain research and development 
expenses by means of conditional grants not exceeding $23,950,000. 


The conditional grants are repayable, without interest, from the cumulative earnings (after 
deduction of losses) before income taxes, in excess of 10% of the cumulative sales of all products 


except discrete components. 


The loan is repayable in five equal consecutive annual instalments in respect of each equipment 
package, the first instalment to be paid one year after the date on which the particular equipment 


package is put to use. 


On 7 January 1970, Microsystems International Ltd. entered into an agreement with underwriters 
for the sale to them of 2,000,000 common shares without nominal or par value of its capital stock 
for the sum of $20,000,000. The Company will retain majority ownership in Microsystems 


International Ltd. 


On 7 January 1970, the Company undertook, subject to completion of the issue and sale of 

the 2,000,000 common shares referred to above, to subscribe and pay for, over the period ending 
31 December 1973, an additional 1,950,000 common shares of Microsystems International Ltd. 

at a price of $10 per share. To 31 December 1969, the Company advanced $4,500,000 in respect 


of this undertaking. 


Microsystems International Ltd. has agreed to issue to the Company, for delivery to its 
debentureholders, 430,000 warrants to purchase common shares of Microsystems International Ltd. 
at a price of $13.50 per share for a period of nine years from the date of the public offering 

on the basis of ten common shares for each $1,000 principal amount of debentures held. 

These warrants will be issued as consideration for amendments to the trust agreements to permit 


long-term borrowing by certain subsidiaries. 


ee ee SSeS ttttst—~S 
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Auditors’ Report 


The Shareholders, 
Northern Electric Company, Limited. 


We have examined the consolidated 
balance sheet of Northern Electric 
Company, Limited and its subsidiaries 
as at 31 December 1969 and the 
consolidated statements of earnings, 
retained earnings and source and appli- 
cation of funds for the year then ended. 
Our examination included a general 
review of the accounting procedures and 
such tests of accounting records and 
other supporting evidence as we con- 
sidered necessary in the circumstances. 


Montreal, Que. 
11 February 1970. 


In our opinion these consolidated financial 
statements present fairly the consolidated 
financial position of the companies as at 
31 December 1969 and the results of their 
operations and the source and application 
of their funds for the year then ended, 

in accordance with generally accepted 
accounting principles applied on a basis 
consistent with that of the preceding year 
after giving retroactive effect to the change 
described in Note 10 to the financial 


statements. 


Chartered Accountants. 


Northern Electric Company, Limited 


Seven-Year Review 


Earnings and Related Data 


cenit gods diveatenninseasdwrmenefiten adh 
Sales of Company Manufactured Products .................. 
Depreciation on Plant and Equipment ...............0... 
SS 8 ser ad cise pe nrsesen nben Pega sais iste sdenees 
ememeOr INCOME Taxes ......... 220... e cee teen eee 
Memmeermings fOr the Year .............-..ccce cee eeeecie 
Seema oer ohare (Dollars) ............5--.0.0 ce 


Seeroenas per Share (Dollars) .................c ee 


Financial Position at 31 December 


I 9 A oe aoe occ adh war david dan advan ru mncwivnnntnndiin 
meeeeend Equipment (At Cost) ..........05.... See 
Meeeulated Depreciation .........2..s.ca...crese eee 
ME DCO NUNES occ sce chic carsacsdvbensees need nesaeess 
SSS ae 


eS CHU oak Peed csevevAnecdesenvaie ess uage nseaous 


Employment Data 


BIN DIOVYIMENT COSTS. 5... kiees okie ta teeneeeatecs cvccban es 


memoiovyees (31 December) ..........:c.c::c0-ccccseeeesseeerctteaeee 


Note: The information shown above reflects the change in 
Statements. 


1969 1968 1967 1966 1965 1964 1963 
(millions of dollars) 

ae 482.5 426.3 403.3 400.2 358.1 328.1 314.8 
cin 390.7 345.3 308.1 284.1 249.6 232.3 223.6 
ee 10.5 99 8.6 9 6.4 7.4 8.0 
a ae 3.6 oat Zt PAW 1.9 1.8 1.9 
eet 9.8 5.6 — if 23 8.8 8.0 
cco 11.0 9.4 2es 10.1 8.6 9.9 8.5 
ae 6.75 6.42 1oF 9.08 8.46 9.77 8.39 
Aight 6.50 6.50 6.50 6.50 6.50 5.65 5.20 
eee 147.6 14h 1193 118.6 93.1 92.5 91.1 
Se 214.9 194.5 184.6 167.2 146.3 132.4 120.9 
ae 1155 108.3 100.7 93.9 87.7 82.4 76.1 
ae 24.2 12.4 19.7 25.0 15:3 12.8 9.9 
neve ee 41.0 43.0 45.0 47.0 36.2 ST et 39.0 
noe 180.4 145.0 140.8 128.6 100.8 95.4 91.3 
ae 205.1 175.4 15% 144.0 119.1 10722 100.1 
eee 26,025 23,682 22,501 23,864 19,632 18,066 16,953 


method of accounting for capital grants as set out in Note 10 of the Consolidated Financial 
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Northern Electric Company, Limited 


Products manufactured 

Telephone Switching Systems 
Electro-mechanical exchanges 

Electronic exchanges 

Long distance exchanges and switchboards 
Private branch exchanges (PBX) 

Private automatic branch exchanges (PABX) 


Transmission Systems 

Microwave radio 

Satellite ground stations 

Parametric amplifiers 

Carrier multiplex and telegraph systems 


Telephone Sets 

Residential telephone sets 
Public telephone sets 

Business telephone sets 

Key telephone sets and systems 
Business interphones 


Wires and Cables 
Telecommunications wire and cables 
Power wire and cables 


Telecommunications Power Plants 
24V, 48V and 130V power plants 
Ringing and tone plants 


Telecommunications Apparatus 
A complete line of apparatus and components 


Manufacturing Centres 
Halifax, Nova Scotia 

Saint John, New Brunswick 
Montreal, Quebec 
Montreal North, Quebec 
Town of Mount Royal, Quebec 
St. Laurent, Quebec 
Lachine, Quebec 

Ottawa, Ontario 

Belleville, Ontario 
Bramalea, Ontario 
Toronto, Ontario 

London, Ontario 
Winnipeg, Manitoba 
Calgary, Alberta 


Research and Development Laboratories 


Ottawa, Ontario 


Regional Laboratories 
Montreal, Quebec 
Lachine, Quebec 

Ottawa, Ontario 
Belleville, Ontario 
Bramalea, Ontario 
London, Ontario 


Subsidiary Companies 
Microsystems International Ltd. 
Montreal, Canada 


Dominion Sound Equipments Limited 
Montreal, Canada 


Northern Electric Telekomtinikasyon A.S$. 
Umraniye (Istanbul), Republic of Turkey 


Industrial Corporation for Telecommunications 
Equipment S.A. 
Northern Electric Hellas, Athens, Greece 


Northern Electric Caribbean Limited 
Jamaica, W.1. 


Sales Offices and Warehouses 
St. John’s, Newfoundland 
Halifax, Nova Scotia 

Saint John, New Brunswick 
Moncton, New Brunswick 
Chicoutimi, Quebec 
Quebec, Quebec 
Trois-Riviéres, Quebec 
Sherbrooke, Quebec 
Montreal North, Quebec 
Montreal, Quebec 

Ottawa, Ontario 

Kingston, Ontario 

Toronto, Ontario 

Hamilton, Ontario 
Kitchener, Ontario 

St. Catharines, Ontario 
London, Ontario 

Sarnia, Ontario 

Windsor, Ontario 

Kirkland Lake, Ontario 
Sudbury, Ontario 

Sault Ste. Marie, Ontario 
Thunder Bay, Ontario 
Winnipeg, Manitoba 
Regina, Saskatchewan 
Saskatoon, Saskatchewan 
Edmonton, Alberta 

Calgary, Alberta 

Vernon, British Columbia 
Dawson Creek, British Columbia 
Prince George, British Columbia 
Kamloops, British Columbia 
Kitimat, British Columbia 
Vancouver, British Columbia 
Victoria, British Columbia 


Represented in the following countries 
Australia 
Bolivia 
Brazil 
Chile 
Colombia 
Costa Rica 
Cyprus 
Ethiopia 

El Salvador 
Greece 
Guatemala 
Honduras 
India 

Iran 

Iraq 

Kenya 
Kuwait 
Lebanon 
New Zealand 
Nicaragua 
Nigeria 
Singapore 
Syria 
Taiwan 
Thailand 
Tanzania 
Turkey 
Uganda 
United States of America 
Venezuela 


Printed in Canada 


on Canadian paper — 
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Glossary of terms 


Pe nn na etna Era 


Acoustic Devices 
Devices that change sound waves into 
electrical waves and vice versa. 


Antenna 
A device for radiating or receiving radio 
wave energy. 


Apparatus 
The communications equipment or 
products which are found on customer 
premises rather than in telephone 
buildings. 


Automatic Tracking Mechanism 

A device which keeps a ground station 
antenna pointed at the antenna of a 
moving satellite. 


Business Intercom 

A combination of telephone service and 
intercom service using the same instru- 
ment. 


Centrex 

As well as other features, Centrex serv- 
ice allows the telephone subscriber to 
dial directly into PBX extensions without 
going through the PBX operator. 


Coaxial Cable 

A coaxial pair of conductors is one con- 
ductor in the form of a tube and the 
second conductor in the form of a wire 
running down the centre of this tube. 
A coaxial cable is the combining of 
several such coaxial pairs under one 
sheath. 


Crossbar System 

A switching system using a particular 
kind of mechanical switch called a cross- 
bar switch. Crossbar switching systems 
concentrate control of most of their 
action in a central part of the machine 
rather than diffusing control throughout. 
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Digitone* Telephone Set 

A pushbutton telephone set by which 
the telephone number is sent forward 
to the network by depressing buttons 
instead of turning a rotary dial. There 
is a real advantage in its ability to send 
digital information forward after connec- 
tion has been established. 


Electronic Switching System 

Until recently, switching systems were 
electromechanical in design, i.e., con- 
nections were made by magnets moving 
pieces of metal together. The electronic 
switching system uses electronic de- 
vices to open and close circuits and 
with fantastic speed. 

A more important feature of electronic 
switching is the controlling of the 
switching system by instructions and 
logic contained in computer like memo- 
ries and recalled as required during the 
operation of the switching system. This 
is ‘stored program control’. 


Frequency-Division Multiplex 

A method of arranging the many voice 
frequency circuits, before inserting them 
onto a carrying medium, is to stack them 
up in frequency. 


Integrated Circuit 
The term integrated circuit is essentially 
synonymous with microcircuit. 


Key Telephone Systems 
A system using a telephone set on which 
more than one line terminates and allows 
the answering and use of more than one 
line of the telephone set. 


Microcircuits 

Microcircuits contain dozens, and in 
some cases hundreds, of active semi- 
conductor devices (transistors, diodes) 
and passive devices (resistors, capa- 
citors) on one piece of pure silicon a 
few hundredths of an inch square. 


Microwave 

The propagation of radio energy at 
extremely high frequencies (a few billion 
cycles per second) which transmits 
information from one point to another. 


Multiplex 

The equipment used to group voice 
circuits on a microwave system or other 
transmission medium. 


*Trademark of Northern Electric Co. Ltd. 


Plug-In Line Circuit Cards 

Small circuits using semiconductors are 
produced on small cards having elec- 
trical contacts on the edge. This circuit 
card may be plugged into a system. 


Private Automatic 

Branch Exchange (PABX) 

A small switching system installed on 
the customer’s premises which provides 
on site telephone switching require- 
ments as well as outside connections. 


Radome 

A covering which provides protection to 
antennas associated with radar against 
extreme weather conditions. 


Semiconductor 

A semiconductor is a material which is 
neither a good conductor of electrical 
current nor an insulator. Devices (tran- 
sistors, diodes) using these materials 
have replaced vacuum tubes. Semi- 
conductors improve reliability and are 
much smaller and less costly. 


Switching 

In a communications network, switching 
is the function of interconnecting any 
two telephones or stations. 


Tone Ringer 

An electronic device which produces 
a tone to alert the telephone user, 
replacing the mechanical bell which 
now provides the telephone’s ring. 


Transmission 

In a communications system, transmis- 
sion refers to the transmission of intel- 
ligence from one geographic location 
to another. 


Transponder 

The electronic equipment in a satellite 
which receives the radio signal from the 
antenna system, amplifies and retrans- 
mits the enhanced signal into the an- 
tenna system for the return journey. 


